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Throughout the history of human development, rounds of technological revolutions and industrial transformations have continuously reshaped the world. With the step-by-step transfer of products, industries and technologies between different countries, the flow of innovation resources is accelerating, pushing global innovation into a new era.

In this new era, China is facing a historic opportunity. A Stone from Another Mountain Can Polish Jade. In the face of global problems, we must strengthen innovation in the whole chain, comprehensive innovation and global innovation. China strives to build Shanghai into a technological innovation center and strives to China is building itself into an innovative country. China must strengthen cooperation with developed countries, strengthen Sino-foreign innovation dialogue, and learn from advanced international experience; in the face of future global technological innovation trends, China must actively rely on entrepreneurs, aim at strategic emerging industries and Chinese manufacturing, and use capital Strive to lead the next round of scientific and technological revolution and industrial transformation. So as to change China and make China stronger.

After 40 years of reform and opening up, China joined the WTO in 2000, coupled with domestic demographic dividends and property market dividends, in 2018 China's total GDP reached 13.6 trillion US dollars, ranking second in the world after the United States, becoming a fastest developing country among emerging economies.

In the face of China's growing strength, the WTO has created a trade surplus in China and a trade deficit in the United States. China-US Trade Frictions are inevitable. China-US Trade Frictions have opened the prelude to the competition between China and the United States in the fields of trade, technology, and finance.

The SSE STAR Market is precisely the inevitable product of China under this historical background. On November 5, 2018, General Secretary Xi Jinping announced to the world at the opening ceremony of the China Import Expo that the SSE STAR Market will be established on the Shanghai Stock Exchange and a pilot registration system will be launched. In just 259 days, the first batch of 25 companies were listed and traded on the SSE STAR Market, marking the official landing of China. The launch of the SSE STAR Market will lead China's capital market into an era of comprehensive reform.

Under the international and domestic background of the global economic downturn, the timely launch of the SSE STAR Market is undoubtedly a wise move by the central leadership. The structural transformation of the Chinese economy, the change of the track, and the SSE STAR Market will all play a vital role, The SSE STAR Market will definitely change China, and leading the capital market will eventually lead China on the road to prosperity.

The author of this book, Dong Liang, has been working in the capital market for many years, focusing on the SSE STAR Market, and pouring a lot of effort into researching the SSE STAR Market. Experience, the relationship between Hong Kong's prosperity and trade and finance, the valuable experience of the Hong Kong Stock Exchange, and the development status and existing problems of China's capital market. As the vanguard of China's capital market reform, the SSE STAR Market has explained the strategic significance, establishment background, positioning, listing conditions, review points, innovation highlights, investment opportunities, and risk control from a high-level perspective. This book is undoubtedly a rare spiritual food for companies planning to go public, intermediaries and investors.

––––––––
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GANG ZHAO 

Academy of Science and Technology Development Strategy, Ministry of Science and Technology of China

Beijing China

Since the Third Plenary Session of the Eleventh Central Committee of the Party in December 1978, China has implemented the policy of internal reform and opening to the outside world, opening the door to China's reform and opening up. Since then, the Chinese economy has embarked on a rapid development path of high growth. By 2018, The GDP of China has reached 13.6 trillion US dollars, and the total GDP has jumped to the second place in the world after the United States. It has become the fastest growing country among emerging economies. The achievements of reform and opening up have attracted worldwide attention. From agriculturalization to industrialization to informatization, it took only 40 years to create brilliant achievements that many countries in the world could only achieve in hundreds of years.

Globalization after World War II has also brought opportunities to China. In 2001, China joined the WTO (World Trade Organization), coupled with the advantages of labor costs, raw material costs, and environmental costs, it has created China's manufacturing industry. As a global factory, China's exports have been in surplus for a long time. China is a large country with a population of 1.4 billion. The demographic dividend has brought huge consumption growth. The housing reform launched in 1998 has brought about 20 years of rapid development of real estate, driving the coordinated development of related upstream and downstream industries. Real estate once created a contribution to GDP of up to 7.8% contribution rate.

On the one hand, it has benefited from China's reform and opening up, and on the other hand, it is also inseparable from the Communist Party of China's adherence to the road of socialism with Chinese characteristics, especially in the lack of full liberalization in the financial sector, strict foreign exchange controls and certain foreign investment access, allowing my country to successfully avoid the Asian financial crisis in 1998 and the financial crisis triggered by the US subprime mortgage crisis in 2008.

But in 2018, when all kinds of dividends receded and the economy entered the downward channel, the economic structure faced strategic transformation, China-US trade frictions heated up, the ZTE incident, and the Huawei incident, it was an extraordinary year in the financial field. Ezubao was suspected of illegal financing of 80 billion, nearly 200,000 investors were victimized, P2P thunderstorms happened one after another, listed companies’ stocks were pledged and liquidated, and financial supervision was strong to deleverage, etc. All kinds of contradictions were intertwined, causing big waves in the financial field and the real economy. Bringing China's economy to a crossroads has really brought reform into deep water.

Where is the driving force for China's economy in the next 40 years? Where is the future direction of China's economic reform?

Looking back at history, the rise of every major country is closely related to the establishment of the capital market. In 1602, the first stock was born in the Netherlands, and later its fleet dominated the ocean. The "Sycamore Tree Agreement" in 1792 marked the birth of the earliest capital market in the United States. The establishment of the New York Securities and Exchange Commission in 1863, the establishment of the New York Stock Exchange in 1863, and the establishment of the NASDAQ market in the United States in 1971 have created a large number of Internet high-tech companies such as Amazon, Google, Microsoft, Intel, and Apple. Hong Kong's stock market has experienced 132 years of development. It originated from the establishment of the Hong Kong Stock Brokers Association in 1891, marking the establishment of Hong Kong's capital market. In the 1980s, Hong Kong developed into the "Four Asian Tigers".

New China's capital market was founded in 1990 by the Shanghai Stock Exchange, which brought vitality to the financing reform of state-owned enterprises and brought the power of capital to private enterprises. After 33 years of development, some deep-seated contradictions in China's capital market have not been resolved. It can be solved, such as unreasonable investor structure, 140 million retail investors accounted for as high as 99.77%, the stock market is normal, the indirect financing of enterprises accounts for 93%, and the direct financing accounts for only 7%. The structure is seriously unbalanced. The problem of difficult and expensive financing for small and medium-sized enterprises has not been resolved for a long time.

Earlier, there were some over-inflated and over-confident thoughts in the country that "my country is powerful" and "China will surpass the United States in 10 years." The trade friction between China and the United States is no different from the best sobering agent. It has made us deeply aware of the huge gap between China and the United States in the fields of technological innovation, high-end manufacturing, financial services, core technology, and military strength. China's new economy Most of the prosperity is still based on the application of science and technology, and the domestic research and development of basic technology is stretched. We must continue to maintain a modest learning, we must continue to keep a low profile, and we must unswervingly promote a new round of reform and opening up! Especially in the field of capital market to promote financial supply-side reform!

The Central Committee of the Communist Party of China is deeply aware of the importance of the capital market to the Chinese economy. Since the 17th National Congress of the Communist Party of China, it has repeatedly proposed capital market reforms to promote the long-term and healthy development of the capital market. General Secretary Xi Jinping has repeatedly emphasized that "finance is active, the economy is active; financial stability, the economy is stable; the economy is prosperous, the finance is prosperous; the economy is strong, the finance is strong", which shows the importance of finance, and it affects the whole body! On November 5, 2018, at the opening ceremony of the Shanghai Import Expo, General Secretary Xi Jinping announced to all guests from all over the world that he would build a science and technology innovation center in Shanghai, set up an "SSE STAR Market" on the Shanghai Stock Exchange and implement a registration system. The reform pilot, in just 134 days, the Shanghai Stock Exchange system was officially opened to accept material declarations from technological innovation companies, and the SSE STAR Market was launched quickly.

The establishment of the SSE STAR Market and the pilot registration system are the "starting gun" of China's capital market reform. It is an important part of the financial supply-side reform and has far-reaching significance. In order to help readers to understand the SSE STAR Market, this book starts with the experience of overseas mature capital markets, and then reviews the Chinese capital market, and then deeply interprets the SSE STAR Market from the practical perspectives of the SSE STAR Market's positioning, issuance conditions, listing conditions, review points, issuance and underwriting, etc. For readers to grasp new opportunities in the capital market.

Throughout modern history, the rise of every major power has been closely related to the establishment of capital markets. The Netherlands, with the birth of the world's first stock in 1602, dominated the seas with its overseas trade fleet. The United States, with the 1792 Buttonwood Agreement, Wall Street, the New York Stock Exchange, and NASDAQ, developed its capital markets for 231 years, leading to its economic dominance over the world for over a century!
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Chapter I Overview of the U.S. Capital Market
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Section 1 A Brief History of American Finance

The history of the capital market in the United States can be traced back to the end of the 18th century. At that time, the U.S. government needed to raise funds to cover expenses such as war and reconstruction, so it began to issue government bonds, becoming the earliest capital market in the United States. Over time, private companies also began issuing bonds and stocks, marking the beginnings of the U.S. capital market.

The speculative era of financial liberalism began in the late 19th century. During this period, speculators took advantage of the fluctuations in the capital market to carry out high-risk speculative activities, leading to frequent events such as stock market crashes and financial crises. Subsequently, the government began to regulate the capital markets, implementing securities regulations and creating the Securities and Exchange Commission (SEC).

In the early 20th century, the United States entered the era of value investment with standardized development. Value investing focuses on long-term investment and prudent investment, gradually replacing speculation as the dominant one. During this period, there was a Great Depression in the US stock market, but the government implemented a series of rescue measures, such as the New Deal and the World War II, to help the economy and the capital market recover.

Since the 1950s, the US capital market has entered a period of long-term prosperity and development. Technological progress and globalization have promoted the development and integration of capital markets, and the United States has become one of the largest capital markets in the world.

	The early capital market in the United States: the rise of bonds (1792-1886)


The Buttonwood Agreement

In 1783, the U.S. had just become independent, and the treasury was empty. In order to solve this problem, Alexander Hamilton, the first Secretary of the Treasury, proposed to issue bonds to raise funds. As a result, more and more people bought U.S. treasury bonds, which naturally brought transaction needs. The stockbrokers in Manhattan unanimously chose the big tree on Wall Street as their trading location. From 10 am to 4 pm every day, they buy treasury bonds at a fixed price and sell treasury bonds at a slightly higher price to meet customers' trading needs; the spread in the middle is their profit. Many government bonds were placed on the ground indiscriminately, and the purchase and sale prices were written on the blackboard. These people are the earliest traders. As the large-scale bond issuance directly led to the active securities market, the first stocks that were actively traded were the stocks of the Bank of New York and the Bank of America issued in 1791. At that time, most of the transactions were on a big tree on Wall Street outside the market. Under the banyan tree. In order to regulate trading behavior, on May 17, 1792, under a sycamore tree at No. 68 Wall Street in New York, 24 stockbrokers signed an agreement. The content of the agreement is: " We the Subscribers, Brokers for the Purchase and Sale of the Public Stock, do hereby solemnly promise and pledge ourselves to each other, that we will not buy or sell from this day for any person whatsoever, any kind of Public Stock, at a less rate than one quarter percent Commission on the Specie value and that we will give preference to each other in our Negotiations. In Testimony whereof we have set our hands this 17th day of May at New York, 1792. " The buying and selling brokers solemnly swear and promise to each other: From today, we will buy and sell any stock for any client at a commission rate of no less than 0.25%, and at the same time we will give each other priority in the negotiation of any transaction."

The agreement was born out of a crisis. In 18th-century New York, anyone could be a stockbroker, and there were no quotation boards, no fixed trading places, and people traded on the side of the road. William Duer, who once served as an assistant to the Minister of the Treasury, took advantage of such rules to speculate wildly, and other speculators also followed him to trade because of Duer's identity and guessed that he had inside information. The stock price is entirely determined by mutual agreement between the buyer and the seller. Then there must be a reference standard for both parties to negotiate. Therefore, ordinary stock traders often refer to the price of "Duer" to buy and sell stocks. Duer buys this stock at this price, and people will use this price as a reference to determine the transaction price between the two parties. At that time, the stock price of "Duer" became a price benchmark. This creates an opportunity to manipulate stock prices.

The role of a stockbroker is not only an intermediary between buyers and sellers, but also a transmitter of price information. Driven by interests and the weakness of human nature, brokers lack credit and make random quotations to benefit from buyers and sellers, causing chaos in stock trading. In the end, Duer's speculation failed, and he was arrested and imprisoned for embezzling public funds. On the second day of his imprisonment, 25 people in New York went bankrupt, causing the U.S. stock market to stagnate for a while. The market urgently needs a set of stable stock market trading rules, so there is the above-mentioned "The Buttonwood Agreement".

New York Securities and Exchange Commission

In 1812, the United States launched a war against Britain (also known as the Second American War of Independence), and the issuance of federal securities to supply war materials increased sharply, and the transaction volume also increased. Wall Street took over 61 million US dollars of bond issuance. On March 8, 1817, the brokers decided to form a formal organization - the New York Securities and Exchange Commission (the predecessor of the New York Stock Exchange). This organization adopts a membership system. When it was first established, you had to pay a membership fee of 25 dollars to join, and it was not possible to join by paying money. New members must be nominated by original members. They must have at least one year of stock trading experience. The number of members was 39, 50, and 75 respectively in 1820, 1836, and 1848.

Stock trading is carried out in a large room, and the chairman of the committee reports the name of the securities registered and listed on the committee. When a certain security is reported, the buyer and the seller can quote separately and reach a deal, and the cycle goes on and on.

The Hudson River and the Erie Canal opened in 1825 provided New York with convenient navigation conditions, making New York a commercial and trade center at the end of the 19th century, and many companies listed in New York one after another. The New York Securities and Exchange Commission quickly became the center of the New York Stock Exchange.

With the appearance of the telegraph in the 1830s, the automatic quotation machine in 1867 and the telephone in 1878, the New York Securities and Exchange Commission was also put into use for the first time, which greatly improved the efficiency of securities trading. Wall Street has become the trading center of American stocks and securities.

In 1850, more than 10,000 miles of cables had been laid across the United States. With the telegraph, the stock prices in New York could be quickly transmitted to various cities. The stock prices in major cities in the United States were all based on New York. The influence of the New York Securities and Exchange Commission is getting stronger and stronger, the institutions are getting bigger and bigger, and the daily trading volume is rising rapidly. It was not until 1863 that it officially changed its name to the New York Stock Exchange.

1861-1865 Civil War and Financial Victory

After the United States became independent, the South and the North developed along two different paths.

In the north, the capitalist economy developed rapidly. From the 1820s, the northern and central states began the industrial revolution and completed it in the 1850s. In 1860, the production of northern industry ranked fourth in the world, with a total output value of 1.88 billion US dollars.

In the south, black slavery in plantations was practiced. In 1860, there were 4 million black slaves in the south. Southern slavery was a cancer growing in American society. It seriously suffocated the development of industry and commerce in the North. The conflicts and struggles between the North and the South had become increasingly fierce since the beginning of the 19th century. The American Civil War was the only civil war in American history. The two parties involved in the war were the United States of America in the north and the Confederate States of America in the south finally.

The Civil War was the first large-scale war after the Industrial Revolution. At the beginning of the war, the North fought to maintain national unity. Later, it evolved into a revolutionary war to eliminate slavery, and then it evolved into a financial war. In addition to having a developed industrial base, the northern government's more important point is the victory of finance.

According to relevant records, after the outbreak of the Civil War, both the North and the South used financial means to raise military expenditures, and the North raised funds by issuing bonds. At that time, a banker named Cook changed his previous strategy of selling to the rich and turned to ordinary American families. Sales, calling on everyone to actively buy war bonds. On the one hand, it reflects patriotism and supports the government with practical actions. Once the northern government wins, it will rise sharply. At the same time, you can enjoy 6% of the national bond income. It can be said to kill two birds with one stone, and it will be successfully issued soon. 2.7 billion US dollars in bonds; while the southern government solved the problem of military expenditure by issuing currency, accumulatively exceeding the issuance of nearly 2 billion US dollars of currency, resulting in skyrocketing prices, quickly causing the southern economy to fall into recession, and finally lost to the northern government in terms of finance , The battlefield is also retreating steadily. The southern government is not losing to the soldiers of the north, but to the finance of the north.

The Erie Canal was completed and opened to navigation in 1825. It stretches for more than 500 kilometers from Buffalo on the shore of Lake Erie in the west to Albany on the Hudson River in the east. The Great Lakes water transportation system is connected as a whole. The navigability of the Erie Canal has greatly promoted the economic development of the central and eastern United States, and the population of New York has greatly increased. All these have made New York gradually develop into the economic center of the United States. Great bull market. In 1830, the first railway in the United States, the Baltimore-Ohio Railway, was opened, and then railway stocks were listed one after another. By 1850, there were 38 railway stocks. In the 1860s and 1870s, there was a railway stock bubble in the United States. The status of Wall Street gradually formed, and finally established New York's leadership in the world's financial markets. Since then, US stock issuance has gradually replaced the bond market and become the mainstream. During this period, opportunism prevailed, and representative figures included Daniel Drew, Vanderbilt, and Jay Gould, who blatantly manipulated stock prices in the free capital market and made a lot of money.

2. The age of speculation with the great development of financial freedom (1886-1929)

NYSE vs Dow Jones

After the Civil War, the era of stocks finally came. The rapid development of emerging industries such as railways, shipping, steel, and gas has brought about a strong demand for capital. Bonds have been unable to meet demand. Entrepreneurs need to have equity capital with direct financing. Thus, in 1863 the New York Stock Exchange (NYSE) was established.

The Dow Jones Index was first compiled in 1884 by the founder of the Dow Jones Company, Charles Henry Dow (1851-1902), and it is an arithmetic average stock price index. The original Dow Jones stock price average index is based on 11 representative stocks of railway companies, calculated and compiled using the arithmetic mean method, and published in " The Wall Street Journal " edited and published by Charles Dow himself. The purpose of the index is to reflect the overall trend of the US stock market, covering finance, technology, entertainment, retail and other industries.

Since 1897, the Dow Jones stock price average index has been divided into two categories: industry and transportation. The industrial stock price average index includes 12 stocks, and the transportation industry average index includes 20 stocks. published in the Journal. In 1929, utilities were added to the Dow Jones Average, bringing the number of stocks included to 65, and it continues to do so today.

Some of the largest industrial companies such as Edison's General Electric, the Morgan’s U.S. Steel and the Rockefellers' Standard Oil of New Jersey were listed on Wall Street in the late 19th and early 20th centuries, making the street as the center of world wealth.

J.P. Morgan & Morgan Group

Morgan & Co. was actually first founded by George Peabody. In 1854, J.P. Morgan's father, Junius Morgan, became Peabody's partner and later changed its name to J.S. Morgan & Co. In 1862, J.P. Morgan founded his own company, J.P. Morgan Company. After disbanding in 1864, he partnered with Dabney to establish Dabney-Morgan Company (Dabney-Morgan), which became the agent bank of J.S. Morgan Company in London. In 1871, J.P. Morgan and Dreiser in 1893, the J.P. Morgan Company was officially used.

Beginning in the 1890s, the Morgan family-controlled Wall Street for two consecutive generations. The great J.P. Morgan gradually developed into a powerful financier on Wall Street by controlling railways, bond refinancing, and investment banks in the early days. He not only controlled the market trend, but also controlled many large companies, and even influenced the economic policy of the United States. In 1912, just days before Christmas, J.P. Morgan, the world's most powerful banker and the most personally influential man in American business, was indicted by the Pujo Committee, which accused the Morgan consortium of It controls the capital and loan resources of the entire country, and dominates large industrial groups and railway companies.

In 1900, the railways under Morgan's direct and indirect control were 108,000 kilometers long, accounting for almost two-thirds of all-American railroads at that time. It was also in this year that the industrial stocks of the United States reached historical highs, and the United States replaced the United Kingdom as the world's largest economic power.

In 1912, the Morgan consortium controlled 53 large companies with total assets of 12.7 billion US dollars. Among these assets, there are 13 financial institutions with USD 3.04 billion; 14 industrial and mining companies with USD 2.46 billion; 19 railway companies with USD 5.76 billion; and 7 public utility companies with USD 1.44 billion.

As of 1913, the Morgan family included Bankers Trust Company, Guarantee Trust Company, and First National Bank, with total assets of $3.4 billion. The Morgan Alliance has a total capital of approximately US$4.8 billion and is composed of National City Bank and Contract National Bank. This financial group occupies 33% of the financial capital in the United States, with a total value of nearly 20 billion U.S. dollars; in addition, it has 12.5 billion U.S. dollars in insurance assets, accounting for 65% of the U.S. insurance industry. In terms of production business, among the 35 major companies in the United States, there are 47 directors of Morgan Corporation, including U.S. Steel, GM, Kenigat Special Copper Company, Texas Gulf Sulfur Company, Continental Oil Company, GE, etc. At the same time, it also owns ITT (International Telephone and Telegraph Company), National Cable, Postal Cable, AT&T (American Telephone and Telegraph Company) and so on. The Morgan Alliance has total assets of US$51 billion, and its affiliates include major trust companies such as Anakota Copper Mountain, Westinghouse Electric, and Union Metal Carbide. Adding all of the above together, totaling all total assets, and deducting duplicates, the JPMorgan system before the Great Panic had a total capital of $74 billion, equivalent to 1/4 of the capital of all companies in the United States. J.P. Morgan passed away suddenly on March 31, 1913, while traveling, as a result of the torture of his interrogation and physical decline. On September 5, 1934, J.P. Morgan & Co. was officially spun off, and Morgan's bond department was separated to form the investment bank Morgan Stanley. In February 1940, Jack Morgan announced that J.P. Morgan & Co. had changed from a private partnership to a joint stock company.

1913 The emergence of the Federal Reserve

One of the greatest inventions in the history of human finance is the "central bank", and the originator is the Bank of England. In the early 20th century, Paul M. Warburg of the United States used it alive and created a great and crowned title of the Federal Reserve Board of the United States, which is essentially the Central Bank of the United States.

In 1910, six people who owned a quarter of the world's wealth at that time gathered in the carriage at the end of an ALDRICH train. They are:

1. Nelson W. Aldridge, chairman of the National Monetary Committee, business partner of J.P. Morgan, and father-in-law of John D. Rockefeller Jr.

2. Abraham Piatt Andrew, Assistant Secretary of the US Treasury.

3. Frank A. Vanderlip, the most powerful bank at that time - the president of the National City Bank of New York.

4. Henry P. Davison, senior partner of J.P. Morgan & Co.

5. Benjamin Strong, president of J.P. Morgan's Bankers Trust Company.

6. Paul M. Warburg, a partner at Kuhn-Loeb & Co.

They were going to Jekyll Island for a secret meeting on the idea of establishing the Federal Reserve Board of the United States, the central bank of the United States. The formal passage of the Federal Reserve Act of 1913 marked the formal establishment of the Federal Reserve. Since then, the Federal Reserve has become independent of the U.S. Congress and controls the U.S. and even the global economic lifeline banking union system.

1914 World War I - 1929 U.S. stocks and bonds fly together

In the 19th century, Britain dominated the world economically through the Industrial Revolution. In the late 19th century, Germany jumped to second place. The trade system was unbalanced, and the contradictions among European powers became increasingly prominent. The United States became the big winner of the First World War by issuing credits to the countries participating in the war, and the United States became a world creditor after the four-year war.

After the war, the Wall Street stock market soared. During this period, stock speculation prevailed. For example, Chase National Bank speculated on its own bank stocks by setting up private investment funds, and New York became the world's financial center.

After World War I, American industry, credit, and stocks entered a long period of prosperity. Due to the continuous expansion of credit and the prevalence of speculation, the savage growth of the free capital market, and the lack of government intervention in the market, the stock market bubble burst in 1929. On October 29, New York The stock exchange fell by nearly 40% that day, causing great harm not only to the United States but also to the whole world. Since then, the United States has entered a ten-year period of economic depression.

	The value investment era of standardized development (1930-1954)


Roosevelt's New Deal (1933-1941)

After the outbreak of the World War I, European countries abandoned the gold standard one after another. Coupled with the impact of the U.S. stock market crash, international currencies depreciated one after another, and the Great Depression spread across the country. President Roosevelt came to power in 1933 until 1941. The core of a series of New Deals was summarized as Relief, Recovery and Reform, also known as the Three R New Deal, vigorously rectified the banking and financial departments in the financial field, ordered the banks to be closed for rectification, gradually restored the credit of the banks, abandoned the gold standard, and devalued the US dollar to stimulate exports， successively by providing the Securities Facts Act, Securities Exchange Act and Banking Act, namely the famous "Glass-Steagall Act" to strengthen the reform and management of banks, securities markets and currencies.

US Securities and Exchange Commission (SEC)

Because of providing investors with undisclosed information, they frenziedly speculated to obtain huge profits until the stock market crashed in October 1929, causing investors to suffer huge losses. In order to regulate market transactions and protect small and medium-sized investors, the U.S. government has promulgated: "Securities Act of 1933", "Securities Exchange Act of 1934", "Trust Contract Regulations of 1939", "Investment Company Act of 1940", "1940 Investment Advice Act.

In order to supervise the implementation of securities regulations, the Securities and Exchange Commission of the United States was established in 1934. Abbreviation: SEC.

1944 Bretton Woods system

Through the two world wars, the United States reserved 75% of the world's gold reserves. After World War II, representatives of major western capitalist countries established an international monetary system centered on the US dollar at the United Nations International Monetary and Financial Conference. Agreement, because this meeting was held in Bretton Woods, New Hampshire, USA, so it is collectively called the "Bretton Woods system". The US dollar is linked to gold, 35 US dollars is exchanged for an ounce of gold, and the currencies of various countries are linked to the US dollar, thus establishing the international status of the US dollar.

After the Great Depression in 1929, the United States took a long time to recover its vitality. It took about 25 years. From 1942, the US stock market started a slow bull market, and the Dow Jones Index rose slowly. It was not until 1954 that it reached the 1929 high of 381. At this point, the steel and railway industries in the United States began to decline during this period, and new materials, energy, and a new industrial economy took their place.

4. The period of long-term prosperity and development of the capital market (1955-present)

Electronic boom and M&A in the 1950s and 1960s

After the end of World War II, the United States entered the post-war golden period of development. The Dow Jones Industrial Index rose from 400 points to 1,000 points. The automobile and electronics industries made great progress. By the 1960s, stock issuance was generally popular with "electronic boom" and new stock issuance boom, such as IBM, Texas Instruments, etc., and some companies have no direct relationship with electronics. In order to catch up with the concept of electronics, they changed the company name to ** Electronic Silicon Wafer before going public. In the mid-to-late 1960s, in order to have the synergistic effect of group companies, the United States set off a wave of mergers and acquisitions. In addition to synergistic effects, mergers and acquisitions can increase the price-earnings ratio and achieve better performance in the capital market.

The era of value blue chip investment in the 1970s

In the 1970s, Wall Street returned to the investment era of value blue chips. IBM, Xerox, Avon, Kodak, McDonald's, Polaroid, Disney and other 50 stocks were called "Nifty Fifty" at that time, and many institutional investors also invested in them. Joined the investment of Nifty 50, and pushed up the price-earnings ratio of such enterprises to 80 or 90 times.

The birth of Nasdaq: On February 8, 1971, the National Association of Securities Dealers in the United States was established to regulate chaotic over-the-counter transactions and provide financing platforms for small businesses. When Nasdaq was established, the index was 100 points.

On October 13, 1971, Intel landed on Nasdaq and successfully raised US$8.2 million.

On December 12, 1980, Apple Inc. went public on Nasdaq, issuing 4.6 million shares and closing at $29, creating four billionaires. Since then, Nasdaq has been called "the hotbed of billionaires."

Junk bonds and mergers and acquisitions prevailed in the 1980s

In the 1980s, the issuance of new biotechnology stocks was booming. As long as the new shares were slightly related to the biotechnology field, companies would be hyped, and some individual stocks raised more money in one year than the sum of the money raised in the past ten years. Biotech stock valuations have also been pushed to unprecedented heights. Junk bonds reached their peak during this period. During the decade from 1977 to 1987, Michael Milken, the "junk bond king" on Wall Street, raised $93 billion in junk bonds. The share grew to $200 billion.

The total value of mergers and acquisitions rose sharply in the 1980s, as did the average size of deals, with each of the 10 largest deals exceeding $6 billion. This wave of mergers and acquisitions is also known for its hostile takeovers. This wave of mergers and acquisitions is mostly concentrated in industries such as oil, aviation, medicine, and finance.

In 1982, Drakes began to issue a large proportion of loans in the form of "junk bonds" to acquire companies, that is, leveraged buyouts.

Milken's influence in the US bond market is growing. In the early 1980s, after the oil crisis, the US economy ushered in a wave of large-scale industrial adjustment and corporate mergers and acquisitions. Milken invented the method of using "junk bonds" to complete corporate acquisitions, which was later called "Leveraged Buyout". With the help of Milken and investment banks, many small companies with poor performance acquired large target companies through high debt. Throughout the 1980s, more than 20,000 companies in the United States were acquired. In December 1984, Milken planned the Gulf Oil Company tender offer that shocked the world. Although the attack with a sharp weapon was ultimately aborted due to the merger of Gulf Oil and California Standard Oil, it fully proved Milken's bond financing ability.

Since the acquisition of an enterprise requires the cooperation of Milken's bond department, if Milken agrees to underwrite the bonds for the acquisition project, Drakes will send a letter to the client, stating that it has "high confidence" to provide the necessary funds for the acquisition of the enterprise. This letter is so powerful that once it is sent, no company listed on the stock exchange can escape the fate of being acquired. Therefore, the executives of companies that do not want to be acquired are all trembling at Milken's "high confidence" letter.

As a trader, Milken created and dominated the entire "junk bond" industry. Although Milken was put in prison, his theory was not abandoned by the financial world. "Junk bonds" have been widely accepted as a financial tool, and have become an important way for small and medium-sized enterprises to raise funds and an important means of acquiring companies.

Junk bonds, leveraged buyouts, and large-scale mergers were the main features of the U.S. securities market in the 1980s. It was precisely because of a large number of bond issuances and mergers and acquisitions that the U.S. stock market also started a bull market for nearly five years from 1982, rising more than After 200%, the Dow Jones Industrial Index once stood at the 2000 mark on January 18, 1987, until October 19, 1987, when the U.S. stock market crashed. The Dow Jones Industrial Average fell 508 points, or 22.6%, on the day, the largest one-day drop in the history of the Dow Jones Industrial Average. Facts have proved that after the adjustment, it is an opportunity to buy. From then on to 1989, the Dow Jones Industrial Index stood firmly above 2400 points.

The stock bull market in the 1990s and the era of the rise of institutional investors

In 1991, the Dow Jones Industrial Index rose from more than 3,000 points. In 1996, it broke through the three integer marks of 4,000 points, 5,000 points, and 6,000 points. In 1998, the Dow Jones Industrial Index broke through 9000 points. On March 29, 1999, the history of the Dow Jones Index Break through the 10,000-point integer mark for the first time! In 2000, it broke through 11,000 points. The NASDAQ index, which reflects the trend of technology stocks, rose from about 500 points in 1991 to 5,000 points in 2000, and the market has been rising all the way. By 2000, the U.S. stock market had risen for 18 consecutive years, which was the longest period of prosperity in Wall Street history. The 1990s was the largest bull market in the history of the United States. The main reasons were good economic fundamentals, low unemployment rate, low inflation rate, strong dollar, continuous inflow of foreign capital, continuous development of technology companies and rapid growth of mergers and acquisitions. and other factors.

Due to the impact of income and inheritance tax laws, the importance of individuals as investors has weakened, large institutional investors have shown an extraordinary momentum of continuous growth in terms of investment scale and investment demand, and the great bull market in the United States has also given birth to institutional investors. Great development, in addition to another factor and the rapid rise of monetary funds in the United States under the background of interest rate control and inflation, from the establishment of the first monetary fund in the United States by Bruce Bent and Henry Brown in 1971 to the United States Savings Fund Company In 1982, the size of the fund reached 235 billion US dollars, accounting for 3/4 of the total size of the fund, surpassing stock and bond mutual funds for the first time. In the 1980s and 1990s, despite the ups and downs in the development of monetary funds, due to the sharp drop in the U.S. stock market in 1987, a large amount of funds flowed into monetary fund again. In 1996, it reached 750 billion U.S. dollars. In 1997, it exceeded 1 trillion U.S. dollars for the first time (savings deposits were 1.5 trillion U.S. dollars). In 2001, it reached 2.2853 trillion U.S. dollars and surpassed the total size of savings deposits for the first time. In the total assets of mutual funds Always accounting for more than 25%, investor accounts reached 47.2 million, accounting for half of the total mutual fund accounts. The third is the reform of the U.S. pension fund, the implementation of the 401k plan. The 401k plan refers to the provisions of Article 401k of the 1978 Internal Revenue Code of the United States. It was recognized by law in 1979, and the implementation rules were added in 1981, developed rapidly in the 1990s and gradually replaced the traditional social security system, becoming the preferred social security plan for many employers in the United States.

During this period, institutional investors rose and developed rapidly, including Black Rock Group, The Vanguard Group (also known as Vanguard Group), Fidelity Investments, Barclays Global Investment Fund, Merrill Lynch, State Street Global Investment management companies, etc.

In 1988, the BlackRock, Inc. was established. The company's main business was fixed asset investment. In 1992, due to confusion with the name of the large private equity group Blackstone, they decided to change the name from "Blackstone Financial Management" to "Blackrock". The company's asset management scale was US$17 billion in that year. In 1994, the AUM was US$53 billion. Now it is the largest asset management company in the United States.

Vanguard Group is the world's largest no-fee fund family and the second largest fund management company in the world. Vanguard Group was founded by John Bogle in 1974. Its predecessor, Wellington Fund, it was born as early as 1929. In a short period of time, the company has occupied a prominent position in the fund industry and is the second largest fund management company in the world. At the same time, Vanguard Group is the largest no-fee fund family in the world. It now manages more than US$370 billion in assets around the world and provides services to more than 10 million investors.

2001-2009 U.S. stock market bubble and burst, reform and recovery

2000 Dot-com Bubble

The prosperity of the US stock market at the end of the 20th century gave birth to the Information Technology Bubble. A large number of companies listed on Nasdaq, such as Yahoo, Amazon, Cisco and other Internet companies, soared several times on the day of listing. At one point, Cisco's market capitalization peaked at $600 billion. The dot-com bubble reached its peak on March 10, 2000, when the NASDAQ Composite Index reached 5400.62 (it had reached 5132.52 that day), more than double that of 1999, and the total stock value was 6.71 trillion US dollars. It began to collapse on March 11, and on April 6, 2000, it dropped to 5.78 trillion U.S. dollars, a drop of nearly 1 trillion U.S. dollars in one month. Next, the U.S. stock market entered an adjustment period until 2001 when all the bubbles cleared.

The Enron Incident

Enron Corporation was an American energy, commodities, and services company based in Houston, Texas. It was founded by Kenneth Lay in 1985 as a merger between Lay's Houston Natural Gas and InterNorth, both relatively small regional companies. Before its bankruptcy on December 2, 2001, Enron employed approximately 20,600 staff and was a major electricity, natural gas, communications, and pulp and paper company, with claimed revenues of nearly $101 billion during 2000. Fortune named Enron "America's Most Innovative Company" for six consecutive years.

At the end of 2001, it was revealed that Enron's reported financial condition was sustained by an institutionalized, systematic, and creatively planned accounting fraud, known since as the Enron scandal. Enron has become synonymous with willful corporate fraud and corruption. The scandal also brought into question the accounting practices and activities of many corporations in the United States and was a factor in the enactment of the Sarbanes–Oxley Act of 2002. The scandal also affected the greater business world by causing, together with even larger fraudulent bankruptcy WorldCom, the dissolution of the Arthur Andersen accounting firm, which had been Enron and WorldCom's main auditor for years.

Enron filed for bankruptcy in the Southern District of New York in late 2001 and selected Weil, Gotshal & Manges as its bankruptcy counsel. It ended its bankruptcy during November 2004, pursuant to a court-approved plan of reorganization. A new board of directors changed the name of Enron to Enron Creditors Recovery Corp., and emphasized reorganizing and liquidating certain operations and assets of the pre-bankruptcy Enron. On September 7, 2006, Enron sold its last remaining subsidiary, Prisma Energy International, to Ashmore Energy International Ltd. (now AEI). It is the largest bankruptcy, due specifically to fraud, of all time.

The Enron incident was caused by an investor Jim Chanos openly doubting Enron's profit model, which involved Enron's financial fraud. The stock price fell rapidly and its assets continued to shrink. Enron had to admit financial fraud and falsely report profits. Since 1997 Since then, Enron has falsely reported profits of nearly $600 million. On November 30, 2001, Enron's stock price fell to 0.26 US dollars, and its market value fell from the peak value of 80 billion US dollars to 200 million US dollars. On December 2, 2001, Enron suddenly applied to the New York Bankruptcy Court for bankruptcy protection, and Enron was sentenced to bankruptcy. The case became the largest bankruptcy case in American history at that time.

The main reason for the outbreak of the Enron incident is that the "Federal Securities Act" requires full and complete information disclosure, especially the publication of financial reports every quarter, and the option incentives in corporate governance hope to align the interests of management with the interests of shareholders. The interaction between the two makes Management deliberately inflates earnings to match financial analysts' expectations and to ensure that it can profit from stock options.

The Arthur Andersen LLP Scandal

Arthur Andersen, the founder of Andersen, founded Andersen, Delany & Co. in 1914 and changed its name to Andersen (Arthur Andersen & Co.) in 1918. At the end of the 20th century, Andersen had 300 offices in 84 countries. Multiple offices, employing 85,000 people around the world Andersen was one of the world's top five accounting firms at the time, alongside PricewaterhouseCoopers, KPMG, Ernst & Young, and Deloitte. Due to being implicated in Enron's bankruptcy, it served as Enron's audit firm the institution Andersen is naturally inseparable. The Enron scandal made his auditor Arthur Andersen LLP quickly fall into a whirlpool. The press described the Enron incident as the largest accounting scandal in history, and generally believed that Andersen did not Provide objective accounting judgment to deter Enron's accounting manipulation. Later, Andersen became the subject of many lawsuits and government investigations. Andersen partner Duncan was in charge of the audit team. After the Enron incident fermented, he ordered his team to destroy the Enron documents. Due to Duncan's behavior of obstructing justice, in March 2002 He was prosecuted on the 7th, and the court of first instance finally sentenced Arthur Andersen to 5 years of probation and a fine of 500,000 US dollars for obstructing justice. Andersen lost his accounting license, and the US Securities and Exchange Commission (SEC) restricted him from auditing listed companies, and many clients They are not looking for Andersen to conduct an audit. Various unfavorable factors have caused Andersen's 85,000 employees around the world to lose their jobs, and Andersen collapsed. Although the Supreme Court overturned the trial court's decision to acquit Andersen two years later, it has been unable to recover Andersen's losses.

Reform and Recovery

One of the core contents of the "Federal Securities Act" promulgated in the 1930s is complete disclosure. The original intention is good, but the accountant's audit is driven by the information and interests provided by the management, which will definitely breed accounting corruption and expose various accountants. Scandal, the Enron incident, Andersen scandal led to the failure of full disclosure. In order to strengthen the supervision of accountants, Congress passed the "Sarbanes-Oxley Act" on corporate governance reform in 2002, aiming to establish public company accounting supervision Commission to avoid accounting scandals.

However, the bill is not a panacea, and it still cannot effectively prohibit the pull-out and Ponzi schemes. The program failed to adequately remedy the possible flaws in corporate governance, resulting in various fraud scandals.

President Bush focused his economic recovery policy on tax cuts. In 2001, he signed the "Economic Growth and Tax Cuts Adjustment Act" passed by Congress, which planned to cut taxes by 1.35 trillion U.S. dollars in 10 years. The economic downturn prompted the Bush administration to propose a total $1.6 trillion in tax cuts. In addition to the Federal Reserve's interest rate cut policy, since January 3, 2001, the Federal Reserve has cut interest rates 13 times, adjusted the federal benchmark interest rate to 1%, the lowest level in 45 years, and a series of stimulus measures have made the U.S. stock market bottom out. , On July 25, 2002, the Dow Jones index climbed to 8191.3. Since then, the US stock market has risen all the way and embarked on the road to recovery.

2008 Subprime mortgage crisis

The low interest rate era of the Bush administration and the Federal Reserve saved the economy on the one hand, but on the other hand it gave birth to the real estate bubble. The recovery of the economy and the rise of the stock market brought about the great development of financial derivatives. With the continuous rise of housing prices, financial Backed by the credit expansion, a type of collateralized debt obligation (CDOs) has flourished in the US financial markets. Freddie Mac and Fannie Mae are the two major government-backed companies in the United States. The government has relaxed its supervision on them. In order to make profit from the spread, financial institutions lend to subprime borrowers with FICO credit scores below 660. A crisis was brewing as subprime loans defaulted. By the end of 2007, the default rate had reached 25%. In 2008, the junk bond default rate continued to rise. Both Freddie Mac and Fannie Mae were on the verge of bankruptcy, and the two companies accumulated losses. More than $14 billion, the US government had to take bailout measures to be taken over by the government. Only after the bankruptcy of Lehman Brothers on September 15, 2008, American International Group (AIG), the largest insurance company in the United States, was rescued by the "too big to fail" US government, and then Merrill Lynch went bankrupt and was acquired by Bank of America; Morgan Stanley crisis, the Washington Mutual crisis, the bankruptcy of Wachovia Bank and its acquisition by Citigroup. The subprime mortgage crisis broke out, hitting the whole United States and even spreading to the world.

The United States subprime mortgage crisis was a multinational financial crisis that occurred between 2007 and 2010 that contributed to the 2007–2008 global financial crisis. It was triggered by a large decline in US home prices after the collapse of a housing bubble, leading to mortgage delinquencies, foreclosures, and the devaluation of housing-related securities. Declines in residential investment preceded the Great Recession and were followed by reductions in household spending and then business investment. Spending reductions were more significant in areas with a combination of high household debt and larger housing price declines.

The housing bubble preceding the crisis was financed with mortgage-backed securities (MBSes) and collateralized debt obligations (CDOs), which initially offered higher interest rates (i.e. better returns) than government securities, along with attractive risk ratings from rating agencies. While elements of the crisis first became more visible during 2007, several major financial institutions collapsed in September 2008, with significant disruption in the flow of credit to businesses and consumers and the onset of a severe global recession.

There were many causes of the crisis, with commentators assigning different levels of blame to financial institutions, regulators, credit agencies, government housing policies, and consumers, among others. Two proximate causes were the rise in subprime lending and the increase in housing speculation. The percentage of lower-quality subprime mortgages originated during a given year rose from the historical 8% or lower range to approximately 20% from 2004 to 2006, with much higher ratios in some parts of the U.S. A high percentage of these subprime mortgages, over 90% in 2006 for example, had an interest rate that increased over time. Housing speculation also increased, with the share of mortgage originations to investors (i.e. those owning homes other than primary residences) rising significantly from around 20% in 2000 to around 35% in 2006–2007. Investors, even those with prime credit ratings, were much more likely to default than non-investors when prices fell. These changes were part of a broader trend of lowered lending standards and higher-risk mortgage products, which contributed to U.S. households becoming increasingly indebted. The ratio of household debt to disposable personal income rose from 77% in 1990 to 127% by the end of 2007.

When U.S. home prices declined steeply after peaking in mid-2006, it became more difficult for borrowers to refinance their loans. As adjustable-rate mortgages began to reset at higher interest rates (causing higher monthly payments), mortgage delinquencies soared. Securities backed with mortgages, including subprime mortgages, widely held by financial firms globally, lost most of their value. Global investors also drastically reduced purchases of mortgage-backed debt and other securities as part of a decline in the capacity and willingness of the private financial system to support lending. Concerns about the soundness of U.S. credit and financial markets led to tightening credit around the world and slowing economic growth in the U.S. and Europe.

The crisis had severe, long-lasting consequences for the U.S. and European economies. The U.S. entered a deep recession, with nearly 9 million jobs lost during 2008 and 2009, roughly 6% of the workforce. The number of jobs did not return to the December 2007 pre-crisis peak until May 2014. U.S. household net worth declined by nearly $13 trillion (20%) from its Q2 2007 pre-crisis peak, recovering by Q4 2012. U.S. housing prices fell nearly 30% on average and the U.S. stock market fell approximately 50% by early 2009, with stocks regaining their December 2007 level during September 2012. One estimate of lost output and income from the crisis comes to "at least 40% of 2007 gross domestic product". Europe also continued to struggle with its own economic crisis, with elevated unemployment and severe banking impairments estimated at €940 billion between 2008 and 2012. As of January 2018, U.S. bailout funds had been fully recovered by the government, when interest on loans is taken into consideration. A total of $626B was invested, loaned, or granted due to various bailout measures, while $390B had been returned to the Treasury. The Treasury had earned another $323B in interest on bailout loans, resulting in an $109B profit as of January 2021.

The road to recovery in 2009

Facing the crisis, the Federal Reserve provided liquidity to the market through interest rate cuts and innovative liquidity measures. In 2009, the newly elected President Obama passed the Housing and Economic Recovery Act of 2008 and proposed an emergency assistance plan to provide as much as $10,000 trillion in financing public and private funds. Helping the U.S. economy weather the storm, the Dow surpassed 9,100 on July 27, 2009, buoyed by a sharp rise in home sales. Since then, the U.S. economy has embarked on the road to recovery, and the stock market has embarked on a glorious course of bulls in the next decade.

2009-2019 U.S. ten-year bull market

The U.S. government’s emergency rescue plan and the Federal Reserve’s quantitative easing policy have stimulated the take-off of the U.S. economy. The Dow Jones Index has well confirmed the recovery and strong growth of the U.S. economy. It climbed from the lowest point of the subprime mortgage crisis at 6,470 points all the way to above 26,000, nearly quadrupled. In 2018, the total GDP of the United States exceeded 20.5 trillion US dollars for the first time, and the GDP per capita was 62,500 US dollars, ranking first in the world.

Section 2 Overview of Major U.S. Capital Markets

The main capital markets in the United States include the New York Stock Exchange (NYSE), the Nasdaq Stock Exchange (NASDAQ) and the OTC market. Among them, the New York Stock Exchange is one of the world's largest stock exchanges, mainly trading stocks, bonds and exchange-traded funds (ETF); Nasdaq is one of the world's largest electronic trading platforms, mainly trading technology stocks Variety; OTC market refers to the over-the-counter market, including over-the-counter stock transactions and over-the-counter funds. In addition, there are some other exchanges in the United States, such as the Chicago Mercantile Exchange and the Chicago Board of Trade.

	Entering the New York Stock Exchange


Introduction to NYSE

The New York Stock Exchange (NYSE) is located at No. 18 Broadway, New York, USA. It is the largest listed company in terms of total market value, the largest number of IPOs and market value, and the second largest exchange in trading volume. There are about 2,800 exchanges. The company is listed here, with a global market capitalization of 15 trillion US dollars. At the end of April 2005, NYSE and the all-electronic stock exchange (Archipelago) merged to become a for-profit institution. The headquarters of the New York Stock Exchange, Inc. is located at 11 Broadway, New York, New York, USA, on the south corner of Wall Street. On June 1, 2006, the New York Stock Exchange announced its merger with Euronext to form NYSE Euronext.

History of the NYSE

At the beginning of the issuance of securities in the United States, there was no centralized stock exchange, and securities transactions were mostly carried out in cafes and auction houses. The origin of the New York Stock Exchange can be traced back to May 17, 1792, when 24 securities brokers Signed under a sycamore tree outside 68 Wall Street in New York, the sycamore tree agreement stipulates the rules of "alliances and cooperation" for brokers, trading stocks and high-end commodities through the Wall Street Modern Owners Club membership system, which is also the birth day of the New York Exchange . On March 8, 1817, the organization drafted a charter and changed its name to "New York Securities and Exchange Commission." In 1863, it changed its name to the New York Stock Exchange (NYSE). Since 1868, membership has been granted only if seats were purchased from among the then old members.

The first headquarters of the New York Stock Exchange was a room at 40 Wall Street in 1817 that rented for $200 a month. In 1865 the Exchange had its own building. The building located at 11 Wall Street in New York City was officially opened in 1903. There are three stock trading halls and a bond trading hall in the exchange, which are the main hall, the blue hall, and the "garage room". It is a place where securities brokers gather and trade with each other. The kiosk has 16 to 20 transaction counters, all equipped with modern office equipment and communication facilities. The trading objects of the exchange are mainly stocks, followed by various domestic and foreign bonds. Except for holidays, the trading time is from Monday to Friday every week, according to Beijing time, it is 21:30-4:00 (summer time), 22:30-5:00 (winter time). Since the 1920s, it has been an international financial center, and the sharp rise and fall of the stock market here will have a chain reaction in the stock markets of other capitalist countries, causing fluctuations. It is now one of the most popular tourist attractions in New York City.

The exchange was closed shortly after World War I (July 1914), but reopened on November 28 of that year, allowing free trading of various bonds in support of the war effort. On October 24, 1929, "Black Thursday", the U.S. stock market crashed, and the panic caused by the falling stock prices prompted the Great Depression. On October 31, 1938, in an effort to restore investor confidence and improve protections for the investing public, the Exchange launched a 15-point plan.

On October 1, 1934, the exchange registered with the US Securities and Exchange Commission as a national stock exchange with a chairman and a board of directors of 33 members. On February 18, 1971, a non-profit corporate body was formally established. The number is reduced to 25 digits. On June 1, 2006, the NYSE announced its merger with Euronext to form NYSE-Euronext, Inc. 1 NYSE share is exchanged for 1 share of the new company, and Euronext shareholders receive 0.98 shares of the new company and 21.32 euros in cash for 1 Euronext share. The new company is headquartered in New York.

Since 1953, the number of members has been limited to 1366. Only companies with a profit of 2.5 million US dollars (before tax), a minimum issue of 1 million shares sold, voting rights for ordinary shareholders, and regular financial announcements are eligible for listing on the exchange. By February 1999, the average daily trading volume of the exchange reached 100 million shares, and the transaction volume reached about 30 billion US dollars. As of February 1999, there were more than 3,000 companies listed on the exchange, including 385 foreign companies from 48 countries, raising more than 10 trillion yuan in the global capital market. In addition, thousands of bonds of U.S. governments, corporations and foreign governments, corporations and international banks are listed on the exchange.

In late 2006, EU regulators gave preliminary approval to the merger of the New York Stock Exchange (NYSE) and the European stock exchange (Euronext), clearing a major hurdle for the deal to complete. It heralds the first transatlantic stock exchange M&A deal to move closer to the finish line after a six-month trudge.

	New York Stock Exchange Listing Conditions


The listing conditions of the New York Stock Exchange have two criteria including distribution criteria and financial criteria.

Issuance criteria: Issuance criteria are also different for US companies and non-US companies:

i. American company standard

(1) Number of shareholders:

A. 2000 American shareholders holding more than 100 shares;

B. There are 2,200 shareholders in total, and the average monthly trading volume in the last 6 months is 100,000 shares;

C. A total of 500 shareholders, with an average monthly trading volume of 1 million shares in the last 12 months;

(2) Number of public shares: 1.1 million shares in North America;

(3) The aggregate market value of publicly traded stocks is $60 million.

ii. Non-US company standard

(1) Number of shareholders: There are 5,000 shareholders worldwide holding more than 100 shares;

(2) Number of shares held by the public: 2.5 million shares worldwide;

(3) The aggregate market value of publicly traded stocks is $100 million worldwide.

The financial standards for companies listed on the New York Stock Exchange are as follows (choose one):

i. American company standard

(1) Pre-tax income standard: the sum of the last three years is US$10 million, of which the annual pre-tax income in the last two years is US$2 million, and must be profitable in the third year;

(2) Cash flow standard: For a company with a global market value of not less than US$500 million and a revenue of not less than US$100 million in the most recent year, the sum of the cash flow in the last three years is US$25 million (the three-year reports are all positive numbers);

(3) Pure appraisal value standard: revenue in the most recent fiscal year is at least US$75 million, with a global market totaling US$750 million;

(4) Criteria for affiliated companies: have a market capitalization of at least US$500 million; the issuing company has at least 12 months of operating history.

ii. Non-US company standards:

(1) Pre-tax income standard: the sum of the last three years is US$100 million, and each of the last two years reaches US$25 million;

(2) Cash flow standard: For a company with a global market of no less than US$500 million and a revenue of no less than US$100 million in the most recent year, the accumulative total of US$100 million in the last three years, of which US$2,500 in each of the last two years Ten thousand U.S. dollars;

(3) Pure appraisal value standard: revenue in the most recent fiscal year is at least US$75 million, with a global market totaling US$750 million;

(4) Criteria for affiliated companies: have a market capitalization of at least US$500 million; the issuing company has at least 12 months of operating history.

iii. The listing process of the New York Stock Exchange

(1) Qualification review

All companies that apply to be listed on the New York Stock Exchange must first accept the exchange's qualification review, which is the first link in the entire listing process. Only after a company applying for listing has passed the qualification review can it disclose its intention to formally apply for listing in materials such as newspapers, annual reports, and prospectuses.

The qualification review is conducted confidentially when the company applying for listing requests it. No review fee is charged, and companies that pass the review are not required to undertake the obligation to go public. For those companies that pass the qualification review, the New York Stock Exchange will give a formal listing grade and list the listing conditions that need to be met item by item.

Companies applying for listing are required to submit the following materials to the New York Stock Exchange for qualification review:

•  Notarized company articles of association (English translation is required).

•  Sample certificates that have been or will be traded in the US market.

•  If there is a deposit agreement, a copy of the deposit agreement must be submitted.

•  The English texts of the annual reports distributed to shareholders in the last three years, including two copies of the annual reports in the last year. If the annual report is not in English, an English translation of each of the last three years' annual reports should be provided.

•  A recent prospectus for the sale of securities listed under the Securities Act of 1933 and a recent application filed with the Securities and Exchange Commission.

•  An English translation of the Proxy Instructions or equivalent materials distributed to shareholders regarding the latest annual meeting.

•  Stock allocation plans around the world and in the United States.

•  Other supplementary information:


(1) The names of the 10 largest shareholders.

(2) A list of the stock exchanges or other markets on which the company's securities are currently traded, along with the price range and trading volume of those securities during the most recent year.

(3) The number of shares owned or controlled by company directors, company officials and their immediate family members.

(4) The number of shares owned or controlled by other shareholders who own 10% or more of the shares.

(5) Any restrictive regulations related to the ownership, voting rights and transfer of the company's shares.

(6) An estimate of the number of shares owned by company employees who are not company officials.

(7) Shares held by profit-sharing plans, savings plans, pension plans, or similar corporate employee benefit plans.

•  If any part of the company owns a subsidiary, it should detail the ownership (publicly listed or private) or residual ownership (and the ownership therein of any directors or company officers).

•  List of major banks of the company and shareholding certificates provided by banks that own more than 5% of the company's shares.

•  The name of the regulatory agency that regulates the company or any of its operations. Describe the extent to which such controls affect a company's tax, accounting, and foreign exchange controls.

•  The names, titles and main responsibilities of the directors and principal officials of the company.

•  The total number of employees and the general situation of labor relations.

•  Major lawsuits that have not yet been concluded and their legal impact on the company's business activities.


Typically, NYSE completes eligibility within two weeks, but may expedite the eligibility process at the request of an applicant company. Once the eligibility review is complete, the NYSE will notify the applicant company of the result of the review, both verbally and in writing.

(2) Formal application for listing

The applicant company may submit a formal listing application to the New York Stock Exchange at any time within 6 months from the date of receipt of the formal notification of passing the qualification review.

All companies applying for listing on the New York Stock Exchange must independently choose to adopt a certain listing standard, and only if they meet all the requirements within the selected standard can they be eligible for listing. Non-US companies can choose between two types of standards when applying for listing, one is the listing standards formulated by the New York Stock Exchange for domestic companies in the United States, and the other is the listing standards formulated for non-US companies.

1) Listing standards for domestic companies in the United States

To be listed using the US domestic company listing standards, a minimum required number of shares needs to be issued in the US. Stock issuance can be achieved in various ways, such as public offering of stock in the United States or acquisition of companies in the United States.

2) Alternative listing standards

The proxy listing standard is formulated for large non-US companies, and its main requirement is that the shares of the listed company are not only issued in the United States, but also all over the world, and there is a large liquid market in the country of origin.

Several important indicators of the alternative listing criteria are as follows:

1) Number of shareholders

Shareholders need to reach 2,000 in the United States; or the total number of shareholders in the United States reaches 2,200, and the average monthly trading volume in the United States (the last 6 months) reaches 100,000 shares; or the total number of shareholders in the United States reaches 500, In the United States, the average monthly trading volume in the last 12 months reached 1 million shares.

2) Number of public shares

The number of public shares issued in the United States must reach 1.1 million shares. At the time of the IPO, the underwriters submit a bond guaranteeing that the offering of shares will meet or exceed this standard.

3) Market value of public shares

Public shares issued in the United States must have a market value of $40 million. This indicator is adjusted every two years and is based on the relative comparative value of the NYSE Composite Index and the benchmark 1971 Index. The adjustment does not

































































































































































d2d_images/chapter_title_above.png





d2d_images/chapter_title_corner_decoration_left.png





d2d_images/cover.jpg
OVERVIEW OF US-CHINA CAPITAL MARKETS

DONG LIANG

E STAR Market, this bc

T'o und

rev
the SSE STAR M
STAR ) 2
review






d2d_images/chapter_title_corner_decoration_right.png





d2d_images/chapter_title_below.png





d2d_images/scene_break.png





